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“A shift from saving to investment”

Now that we have entered an era of investment,

we are striving to be the quickest to offer

financial products “in season.”
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In accordance with its guiding principle of
“credibility forms the basis of all businesses”, the
Kyokuto Securities Group (“Kyokuto Group”) has
steadily grown since its foundation along with the
growth of Japan's capital market even though through

vicissitudes.

This is due in no small part to the warm support of
our stakeholders, including our customers and
shareholders who have been in step with us, for

which we are truly grateful.

We will continue to stand on the above guiding
principle and ensure sustainable growth, while
upholding the “Face to Face business model” based
on trust and “sound financial base” as our basic

corporate philosophy.
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Given the negative interest rate policy taken by the
Bank of Japan, among others, the Japanese economy is
expected to be placed under low interest rates over
along period of time. As a result, needs for a shift
to “higher-return financial products” from “savings”
is expected to accelerate and we expect that the
importance of the role of the securities market will
increase accordingly. Under such circumstances,
the Kyokuto Group, while recognizing its role as a
securities company to shoulder the well functioning
of the securities market, intends to make efforts to
grasp market trends and provide relevant information
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The Company has, under its branding slogan of
“Let us help you grow your important assets’, been
endeavoring to provide “unique ‘in-season’ financial
products” to swiftly capture the investment environment

and the market trends both domestic and abroad.

We will endeavor to discipline ourselves in order to

help our customers with their asset management,

while strengthening trust in relationship, through
g g

compliance-oriented investment solicitation.

We, therefore, ask that you will continue to honor

us \\’ith your SLIPPOI"E Llﬂd patl'onnge.
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President & Chief Executive Officer Kazuhiro Kikuchi



Face to Face
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We answer to the needs of each customer through consistent Face-to-Face Consultation.
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Let us help you grow your important assets

The era of the “shift from saving to investment”

No matter how times may change, “fostering the trust of our
customers” will always be the basis of all our transactions.
“Crcdibility and sincerity are the cornerstones on which we live. Our
business is built upon this credibility.”

This was our founder’s credo and the Company has steadily grown in
his footsteps guided by his motto, “credibility forms the basis of all

businesses.”

Face-to-Face Consulting

-We provide quality services that fit the needs of each customer through
easy-to-understand, thoughtful and considerate consulting based on direct
dialogues with the customer.

-We lead the industry in offering “unique ‘in season’ financial products” that

cater to the various needs of customers.

Ensuring solid growth through the pursuit of a sound

financial base

-Our solid, well-balanced revenue structure has enabled us to achieve
continued growth.

-We have proactively sought out new business opportunities and

diversified our revenue sources.



—EBT, VLo TH . FERALDHLLIHIC
BEIFOE L ZNFNEIZLESE
7Bl DL SHI>TEN XTI,

Just as there is no one “color,” we know from our

extensive experience that the dreams of our customers

are as diverse as the customers themselves.

Face to Face

Consultation.
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We have always insisted on Face-to-Face Consulting,

as means to develop a relationship of trust

with our customers.

We believe that “a diversified product lineup that is abreast of changing
markets” and “a broad range of consulting functions” are essential in
offering high-quality services that meet the varied needs of customers.
To this end, we are aiming to have all of our salespeople acquire
Financial Planner (FP) certification. We have also entered into advisory
agreements with a number of experts, including certified tax accountants
and legal advisors, and have thus built up a consulting framework capable
of responding to the asset management and inheritance needs of our

customers.

Ability to propose diverse financial products

An essential element in our business model of Face-to-Face consultation
is an ability to offer “a diverse product lineup, including various types of
bonds and investment trusts in various currencies.” In response to
changing markets and the evolving needs of the customers, we are
leading the industry in providing “unique ‘in season’ financial products”
to assist customers in improving their returns on investments.

Strengths that enable us to offer diverse products

(DSufficient net capital needed for appropriate risk-taking

LZ)High appraisal of our past performance by issuers and product development
partners

(Effective liaison with overseas securities firms through our International Debt
Market Department

Fixed-income securities with unique advantages

The “diversity in the types of issues and issuers,” as well as the “diversity of
currencies” comprise the unique features of Kyokuto’s lineup of fixed-income
securities. Based on our timely assessments of changes in interest rates and market
conditions, we offer various types of fixed-income securities to our customers that
are tailored to their specific needs, such as the customers’expected yield, risk

tolerance and asset condition.
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A well-balanced, solid revenue structure

and proactive efforts toward new revenue areas

We have maintained an optimum revenue balance among brokerage
commissions arising from trading of stocks, investment trusts, etc,,

gains on trading of bonds and other securities, and net interest income.
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Our well-balanced revenue structure is the fruit of our efforts to diversity
revenue sources, in order to make our revenue structure resilient to
market changes This has been achieved through constant review of
operational strategy and proactively secking new business opportunities
in response to changing business environments, including the prolonged
stagnant stock market and deregulation of fixed brokerage commission

rates. This sound financial condition has allowed the Company to
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Ensuring solid growth through the pursuit of a sound financial base

We have achieved a sound business foundation by grasping
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maintain stable dividends payment to shareholders even during the
changing business environments.

We are committed to keep our sound financial base, while making
proactive efforts and developments toward new revenue areas, so that

our customers and shareholders can receive our services With assurance.

the present while always looking ahead to the future.

We have utilized this perspective to

enhance our services to our customers.
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Composition of Net Operating Income (Consolidated) for FY2015

B Other operating income
M Net interest income
M Gains on trading (bonds, etc.)

14.7%

Commissions
(bonds, investment trusts, others)

Commissions (equities)




FHEBFTDHL Y Hl A

Retail Business
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Through Face-to-Face Consulting, we offer pertinent proposals in response to

the investment needs of our retail customers.
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Consulting based on direct dialogue with our

customers

Our Retail Customers Department provides customers — from first time
investors to medium- to long—term investors — with consultations
tailored to their specific needs based on direct dialogue. We help
customer grow their important assets by offering high-quality portfolio
proposals that combine products from our unique and diverse product
line (equities, bonds, investment trusts, etc,)A

Toward a wider customer base

To ensure a sound revenue structure over the long-term, we will engage
in expanding our customer base and increasing our customers’ assets as
our two priority objectives In terms ofsoliciting new customers, we
intend to make the most of our unique product lines, including
fixed-income securities, by focusing mainly on the wealthy and the
affluent elderly, including entrepreneurs and those investors introduced
by our existing customers. Additionally, we will endeavor to expand our
customers’ assets by offering proposals on our extensive product lineup
and advice on taxation matters, based on our slogan of “Let us help you
grow your important assets.”
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Our Lines of Business
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Enhancement of capability to provide information
Kyokuto Securities Research Institute, Inc. (KRI) is the base of our
research and information gathering activities. KRIis committed to
providing relevant information to our customers by issuing the Kyokuto
Investment Reports every two weeks, as well as reports on individual
issues and industry trends, and financial reports. Furthermore, by
making good use of our effective liaison with overseas securities firms, we
provide customers with timely information on fixed-income securities

and developments in overseas markets.

Equities

Not only do we handle Japanese stocks but also the stocks of the rapidly
growing Asian nations, in addition to U.S. and European stocks. We
offer our customers “in season” corporate information regarding stocks
of emerging countries as well as the developed countries, in a timely

manner.

Fixed-income securities

Fixed-income securities are optimum for medium- to long»term
investments. We offer a wide range of investment opportunities tailored
to our customers’ investment goals; as part of an assets allocation,
retirement plan, or the children’s education fund, etc.

Investment trusts

Investment trusts allow for portfolio diversification even in the
case of investment in a single issue of fund. We offer a wide
range of investment opportunities tailored to our customers’
investment goals. We also provide information on the products
on our website.
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Wholesale & Investment Banking
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We provide services tailored to our customers’ needs.
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Wholesale Department
The Wholesale Department offers sales services in equities, bonds, and
investment trusts mainly to business corporations, financial institutions,

public-interest corporations and entrepreneurs.

Investment Banking Department

Real estate fund business

Our comprehensive business starts by sourcing investment
opportunities for office buildings, residential properties, retail properties,
etc, and encompasses setting up the necessary entities and undertaking
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M&A and financial advisory services

In our M&A service, we match up companies wishing to sell its business
with the companies wanting to expand its business. We also provide
advice to help companies to finance their business rehabilitation projects

and new business start-ups.

Underwriting business

We offer financing plan proposals that match the varied needs of our
corporate clients and participate in underwriting syndicates for the
issuance of new stock and sale of stocks by newly listing companies

(IPOs).

Our Lines of Business

Trading Business
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Bond trading

International Debt Market Department, by utilizing the effective liaison
with overseas securities companies, purdmscs a wide range of financial
products and offers them to our customers. The Department also
arranges customized products to meet individual clients’ needs in terms
of expected yields and risk tolerance. Amid the “shift from saving to
investment,” our customers’ preferences have increasingly shifted to
high-yield financial instruments, such as high-yielding foreign bonds,
which is one of our specialty fields. We will keep responding to the
needs of the customers by further fortifying our unique ‘in season’
product lineup, which is one of our strengths.

Furthermore, b)’ Utilizing our own cnpitnl and paying due attention to
changing environments and appropriate risk management, we will hold
diversified portfohos of fixed-income securities to holp ensure stable

sources of income.

Equity dealing

We play an important role in fair price formation by providing liquidity,
2 )

while striving to diversify our revenue sources to increase stability in

revenue based on proper risk management.
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Corpomjate Governance
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Kyokuto Group has strengthened its corporate governance in order to
devote itself to a transparent and compliance—oriented management;
and we consider the establishment of an organization that is capable of
promptly responding to changes in the business environment to be a
critical management task at hand. Additionally, we consider it the basic
policy of our business operations for each executive and employee of
Kyokuto Group to keep in mind the interests of all its stakeholders, to
adhere to the highest ethical standards and to conduct business in a fair
and faithful manner.

Improving the Internal Control System

In order to ensure that the executives and employees of Kyokuto Group
conduct their business activities in compliance with laws and regulations,
as well as the Articles of Incorporation, the Group, in accordance with
the Basic Policy on the Establishment of the Internal Control System,
has built a system where the internal control system and its means of
controls are firmly integrated so as to ensure that the internal control
functions work properly. To conduct oversight of the entire compliance
system, a managing director in charge of internal control has been
appointed as the Internal Control General Manager, while a Sales
Manager and Internal Control Manager have been appointed within
each business unit. Through these systems, we have been taking steps to
improve the internal control system so that compliance with laws and
rcgu]ations, business activities and customer man agement are
conducted in a proper manner.

Furthermore, executives and employees of Kyokuto Group may deepen
their understanding of compliance and ensure that their behavior is not
only compliant with laws and regulations but sufhiciently self-disciplined.
For this purpose, the Group, in response to the changes in the social and
business environments, reviews and revises the Compliance Manual,
which sets forth the basic principles of compliance, and the Code of
Ethics, in addition to clarifying and thoroughly enforcing specific
agendas for action under the Compliance Program.

HTEREI S R T LBEROEARS ] RO MBEI—F ) FERER—LRX—=JICRBELTEYET.  http//www.kyokuto-sec.co.jp/
*Basic Policy on the Establishment of the Internal Control System and the Code of Ethics may be found on the Company’s website. http://www.kyokuto-sec.co.jp/
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Corporate Governance

Establishing various committees

In order to promote further compliance with laws and regulations, we
have established the Compliance Committee, which formulates
preventive measures against violations of laws and regulations and
ensures the early detection of potential internal problems, devises and
implements solutions to such problems.

Also in response to the rapidly advancing information technology, the
framework for the management of information, which includes
corporate information and personal information, has been reinforced
through the preparation of the Information Security Policy and the
Information Security Regulations, in addition to the establishment of the
Information Security Committee.

Furthermore, in terms of material corporate information that may
influence the Company’s stock price, a disclosure manual has been
prepared and the Disclosure Committee established, to ensure the
information to be disclosed in timely and appropriate manners.

Enhancing the risk management system

As we are aware that the Company’s risk management system requires
expertise owing to the growing diversity and sophistication of risks, we
have established a system whereby, in accordance with the Risk
Management Regulations, we identify the types and location of risks that
need to be managed by the Company and then prepare individual risk
management rules for each risk in order to assign the responsibilities of
risk management to each department. The managing director in charge
of internal management has been assigned as the General Risk Manager
to oversee the management of comprehensive risks, while the Risk
Management Department has been established to manage
company-wide risks. Decisions on critical risk issues of the Group are
made based on the Segregation of Duties and Approval Authority
Regulations, the Managerial Decision Rules, and the Group Company
Management Regulations. Moreover, the net capital regul.ltion ratio,
which is the measure of financial soundness of securities companies, is
calculated each business day by the Risk Management Department and
reported to all directors, executive officers and corporate auditors,
among others. The net capital regulation ratios as of the end of every
month and other detailed information are reported to the Board of
Directors.

CSR activities

As part of our continuing effort to develop human resources capable of
contributing to society, we have been collabomting with schools to
sponsor academic courses since 2000.

]:'very year distinguished lecturers are invited to hold lectures, to
which many students attend. The lectures have been productive and
well-received by all who have attended.

Moreover, we are doing our part for the environment by adopting
“‘COOL BIZ,” as a way of preventing global—warming. We back the
Ministry of Environment’s measures for the prevention ofglobal
warming and have set our thermostats at 28° C, thereby contributing to
the reduction of CO2.
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Since the establishment, Kyokuto Group has strived to gain customer credibility by
pursuing customer-friendly business policies and a sound financial base in accordance
with its guiding principle — “credibility forms the basis of all businesses.”

On the occasion of our listing on the Tokyo Stock Exchange,

we reiterated our two commitments and have since endeavored to spread our corporate brand.
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d‘ Let us help you grow your important assets!
. KYOKUTO SECURITIES CO., LTD.
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We're a securities company.
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—- be an attractive investment choice.
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First commitment: To our customers Second commitment: To our investors

By promoting our unique products and business approach, we promise our Our main concern is to gain the trust of our investors and this is the principle
customers the added value of our services. We will build a relationship of trust slogan of our IR activities. As a securities company encouraging customers to

with our customers and continue to “help them grow their important assets.” invest their assets, we believe that we ourselves have to be attractive.
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Corporate logo: The main motifis a silhouette of a person with arms wide Corporate colors: Kyokuto’s corporate colors are Clear Blue and

open in an embrace. The motif also incorporates the letter °K,” the initial letter Ultramarine. Clear Blue represents a healthy and clean image, while the
of the Company’s name and expresses “credibility,” “security,” and most of all “a Ultramarine conveys our strong determination to uphold the spirit of

friendly and reliable securities company.” customer-oriented principles.
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Ordinary Profit, Net Income Attributable to the Shareholders of
the Parent Company and Earnings per Share (EPS) (Consolidated)
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Dividends per Share,Dividend Payout Ratio (Consolidated)
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Financial Highlights
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Total Assets, Net Assets and
Book Value per Share (BPS) (Consolidated)
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Net Capital Regulation Ratio (Non-Consolidated)

%

P

300

200

100

0 12/3 13/3 14/3 15/3 16/3
O HEBEABGIEL / Net Capital Regulation Ratio



Company Profile/History/Network
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Company Profile (as of june 30,2016)

Name of Company:

Founded:

Capital:

Kyokuto Securities Co., Ltd.
March 1947
¥5,25 1 million

Number of Employees: 228

Principal Business:

Financial Instruments Business Operator

Financial Instruments  Director of Kanto Local Finance Bureau permit:

Business Operator:

Head Office:

(for financial instruments) 65

1-4-7 Nihombashi-Kayabacho, Chuo-ku,
Tokyo 103-0025, Japan

Board of Directors, Corporate Auditors, and Exective Officers

Directors Chairman Hiroyuki Kikuchi
President&CEO Kazuhiro Kikuchi
Directors Toshiatsu Idenuma
Masahiro Goto
Shunzo Kayanuma
Kenjiro Horikawa
Sadao Yoshino
Auditors Standing Corporate Auditors Seiji Miyauchi
Kazuhiro Yasumura
Corporate Auditor Koichi Yanagimura
Executive Senior Executive Officers Shintaro Tanahara
Officers Yoshikazu Tanno
Eiichi Takeuchi
Exective Officers Tatsuya Matsuda
Jinichi Iwasawa
Note:

1. Directors: Kenjiro Horikawa and Sadao Yoshino are outside directors.
2. Auditors: Kazuhiro Yasumura and Koichi Yanagimura are outside auditors.

History

Mar. 1947  Fuji Securities Co.,Ltd., predecessor of the Company, was founded

Apr. 1949  Acquired membership of Tokyo Stock Exchange

Sept. 1949  Founder of the Company acquired Fuji Securities Co.,Ltd.

Dec. 1949 Changed name to Kyokuto Securities Co., Ltd.

May. 1962 Moved Head Office to present location

Apr. 1968  Acquired licence for securities business under amendments to
the Securities and Exchange Act

Apr. 1987  Acquired membership of Osaka Securities Exchange

Apr. 1989  Becomes a General Securities Firm

July 1989  Acquired membership of Nagoya Stock Exchange

Nov. 1989  Established Kyokuto Securities Research Institute, Inc.

July 1993  Opened current account at Bank of Japan

Dec. 1998  Registered with regulatory authority for securities business under
amendments to the Securities and Exchange Act

Sept. 2000  Cancellation of treasury shares concurrently
with absorption of subsidiary

Apr. 2005 Listed on Second Section of Tokyo Stock Exchange

July 2005 Changed trading unit of Company shares from
1,000 shares to 100 shares

Sept. 2005  Established investment subsidiary FE Invest Co.,Ltd

Mar. 2006 Moved up to First Section of Tokyo Stock Exchange

Sept. 2007  Registration as Type | Financial Instruments Business Operator

and Type I Financial Instruments Business Operator under the
Financial Instruments and Exchange Act

Net Work

Kanto area

Head Office 03-3667-9171
1-4-7 Nihombashi-Kayabacho, Chuo-ku, Tokyo 103-0025

Ote Center Building Branch  03-5221-0170
1-1-3 Otemachi, Chiyoda-ku,Tokyo 100-0004

Kasumigaseki Building Branch  03-3504-0211
3-2-5 Kasumigaseki, Chuo-ku, Tokyo 100-6003

Shinjuku Branch  03-3344-3911
2-1-1 Nishi Shinjuku, Shinjuku-ku, Tokyo 163-0401

Shinkoiwa Branch  03-3653-5101
1-48-1S5 Shinkoiwa, Katsushika-ku, Tokyo 124-0024

Kamata Branch 03-3732-9111
4-21-14 Kamata, Ota-ku, Tokyo 144-0052

Hiratsuka Branch  0463-23-0900
3-1 Takaracho, Hiratsuka-shi, Kanagawa 254-0034

Chubu area

Nagoya Branch  052-959-1571
1-13-3 Higashisakura, Higashi-ku, Nagoya-shi, Aichi 461-0005

Kansai area

Osaka Branch 06-6263-1651
3-5-7 Honmachi, Chuo-ku, Osaka 541-0053

Group Companies

Kyokuto Property Co. Ltd. 03-5640-9221
1-1-7 Nihombashi-Kayabacho, Chuo-ku, Tokyo 103-0025

FE Invest Co.,Ltd. 03-3666-0661
1-4-9 Nihombashi-Kayabacho, Chuo-ku, Tokyo 103-0025

Kyokuto Securities Research Institute, Inc. 03-5640-9212
1-1-7 Nihombashi-Kayabacho, Chuo-ku, Tokyo 103-0025

With regards to financial products mentioned in this
Company Profile, there is a risk of loss due to
fluctuations in interest rate levels, exchange rates and
market values, etc. In the case of investment in the
aforementioned financial products, please fully read
the related documents and/or prospectus prior to
entering into contracts.



